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Bill #:                      SB0193             Title:   Revise electrical generation tax reduction 

provision of coal severance tax law 
   
Primary Sponsor:  Bales, K Status: As Introduced   

  
__________________________________________ _________________________________________ 
Sponsor signature  Date David Ewer, Budget Director  Date  
    

Fiscal Summary   
 FY 2006 FY 2007 
 Difference Difference 
Expenditures:   
   General Fund $0 $0 
   State Special Revenue                                                           
   Federal Special Revenue                                                       
   Other             
   
Revenue:   
   General Fund $0 $0 
   State Special Revenue             
   Federal Special Revenue             
   Other             
   
Net Impact on General Fund Balance: $0 $0 

 

      Significant Local Gov. Impact       Technical Concerns 

      Included in the Executive Budget       Significant Long-Term Impacts 

      Dedicated Revenue Form Attached       Needs to be included in HB 2 

 
Fiscal Analysis 
 
ASSUMPTIONS: 
 
Department of Revenue 
1. Under current law, coal used for the production of electricity within the state in an electrical generation 

facility constructed after December 31, 2001 and before January 1, 2008 is taxed at one-third the ordinary 
tax rate on coal.  In addition, the electrical energy producer must agree to offer for use within the state the 
first one-half of the power it produces to Montana customers and distribution services providers at a cost 
set by the Public Service Commission (PSC) that reflects the producer’s cost of generating the electricity 
plus a reasonable return on investment.        

2. This bill would amend these conditions by:   
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i. removing the January 1, 2008 sunset date, thereby allowing the rate reduction for coal used 
in an electrical generation facility constructed anytime after December 31, 2001; and 

ii. removing the requirement that one-half the power produced from the facility must be sold at 
a cost approved by the PSC.  (Half the power must still be sold at a cost that reflects the 
producer’s cost of generating the electricity plus a reasonable rate of return, but this cost no 
longer must be approved by the PSC.  Instead, the electrical producer is to provide, upon 
request of the Department of Revenue, documentation of the offer and the cost involved in 
the offer.) 

3. This bill takes effect October 1, 2005. 
4. This bill has no impact on revenues in the 2007 biennium (see long-term impacts). 
5. This bill has no impact on administrative costs of the Department of Revenue.    
 
Department of Public Service Regulation 
6. There is no fiscal impact for the Department of Public Service Regulation, Public Service Commission. 
 
 
 
EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 
None 
 
LONG-RANGE IMPACTS: 
Currently there are at least four new coal-fired facilities that are either under construction, have been 
permitted, or are being discussed in Montana.  None of these projects is impacted by this bill.  However, 
removing the January 1, 2008 sunset date could allow generation facilities built in coming biennia to qualify 
for the lower tax rate.  In that event, general fund revenues will be reduced commensurate with the amount of 
coal that is used in facilities qualifying for the rate reduction. 
 


